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IMPROVING SIZE STANDARDS FOR SMALL 
FARMERS AND RANCHERS 


THURSDAY, NOVEMBER 19, 2015 

House of Representatives, 

Committee on Small Business, 

Subcommittee on Agriculture, Energy and Trade 

Washington, DC. 

The Committee met, pursuant to call, at 10:00 a.m., in Room 
2360, Rayburn House Office Building. Hon. Carlos Curbelo [chair- 
man of the subcommittee] presiding. 

Present: Representatives Curbelo, Huelskamp, Gibson, Brat, and 
Meng. 

Chairman CURBELO. Good morning. I call this hearing to order. 

Next week, Americans will gather around tables across the coun- 
try in an abundance of goodwill for one another to celebrate a time- 
honored tradition. Thanksgiving. America’s oldest holiday is inex- 
tricably linked to American agriculture. Approximately 46 million 
turkeys, 2 billion bushels of wheat, and 750 million pounds of cran- 
berries will be consumed. And I will note that Florida makes sig- 
nificant contributions to our nation’s generous bounty that we will 
all enjoy and share with our friends and families over the Thanks- 
giving holiday. Florida is the country’s largest producer of squash, 
fresh tomatoes, and fresh snap beans, among a great deal of other 
fruits and vegetables. Obviously, this would not be possible without 
the hard work of our nation’s small farmers and ranchers. So I 
think it is a fitting time that this Subcommittee is discussing legis- 
lation that will help ensure that they have access to federal pro- 
grams and are given appropriate consideration by federal agencies. 

Today, the Subcommittee on Agriculture, Energy, and Trade will 
examine H.R. 3714, the Small Agriculture Producer Size Standards 
Improvements Act of 2015, introduced by our colleague, Mr. Mike 
Best of Illinois. Small business size standards are used by the Fed- 
eral Government to determine eligibility to receive certain federal 
contracts and Small Business Administration guaranteed loans. 
They are also used by federal agencies when they analyze the eco- 
nomic impact of new regulations on small businesses. 

The existing size standard for agricultural enterprises, $750,000 
in annual receipts, is established in statute and has not been up- 
dated in 15 years. It applies to 46 different agricultural subsectors 
from citrus groves to beef cattle ranching. In contrast, the size 
standards for all other industries are developed through a congres- 
sionally mandated rulemaking process that is transparent and al- 
lows small businesses to provide input. The Small Business Admin- 
istration analyzes a number of factors — average firm size, startup 
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costs, and entry barriers, industry competition, and the distribution 
of firms by size — and then proposes changes to small business size 
standards through the notice and comment rulemaking process. 

It seems to me that small farmers and ranchers have been ne- 
glected for too long. The size standards setting process for agricul- 
tural enterprises needs to be modernized. The existing statutory 
size standard does not account for changes in industry structure, 
cost of production, economic conditions, or other factors. That is 
why I am proud to join Ranking Member Meng in cosponsoring 
H.R. 3714, which was introduced by Representative Bost. The 
Small Agriculture Size Standards Improvements Act of 2015 would 
strike the $750,000 statutory size standard and require the SBA to 
establish size standards for agricultural enterprises through the 
notice and comment rulemaking process. It would also require 
those size standards to be periodically reviewed at least every 5 
years. This will ensure that size standards for small farmers and 
ranchers are up-to-date so that they are able to compete for federal 
contracts, have access to SBA guaranteed loans, and are considered 
when agencies draft new regulation. 

I want to thank Mr. Bost and Ranking Member Meng for their 
legislation and the witnesses for appearing before the panel today. 
I look forward to hearing your thoughts on this important legisla- 
tion. 

With that, I yield to the ranking member for an opening state- 
ment. 

Ms. MENG. Thank you. Chairman Curbelo. 

Small businesses play a critical role in the American economy. 
They make up the vast majority of employer firms and create near- 
ly two-thirds of new jobs. Over the years. Congress has created nu- 
merous federal program set-asides, tax preferences, and SBA loan 
programs to help these small businesses succeed. However, the ad- 
vantages confirmed by these programs have led to heated debate 
over who is truly a small business and acceptable small business 
size standards to govern eligibility. 

Last year, small business were able to access over $28 billion in 
capital using SBA loan programs. Many businesses used loan pro- 
ceeds to keep their doors open, retain employees, and create new 
jobs. Small business-oriented tax provisions allow firms to write off 
expenses quickly, putting money back in their hands to create new 
avenues for growth. One of the most significant impacts size stand- 
ards have is on federal agency regulatory changes that have the po- 
tential to cause financial hardships to small businesses. The Regu- 
latory Flexibility Act requires agencies to assess whether the rule 
they are contemplating would have a significant economic impact 
on a substantial number of small entities. If a business is not con- 
sidered small, agencies are under no requirement to review the im- 
pact that regulatory changes would have on small firms, nor offer 
alternatives. 

Generally, SBA is tasked with defining size standards that estab- 
lish eligibility for its programs and the applicability of reg flex. 
While the agency has crafted size standards for over 1,100 indi- 
vidual industries, agriculture has been exempted. Instead, Con- 
gress has set a rigid gross revenue base standards for all agri- 
culture industries. Unfortunately, the standard has not been ad- 
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justed since it was statutorily set to $750,000 in the year 2000 and 
is now woefully out of date. 

Since Congress took over setting the standard, agricultural pro- 
duction has shifted dramatically. The midpoint for crops has grown 
88 percent from 589 acres to 1,105, and as of 2011, farms with at 
least 2,000 acres now account for 34.2 percent of crop land. Addi- 
tionally, with the advent of new technologies, many operating agri- 
cultural businesses have been able to increase their production 
rates. 

Yet, during this time there has also been a reduction in the num- 
ber of small and mid-size farms as crops have been consolidated or 
absorbed by larger farms. According to research by the U.S. De- 
partment of Agriculture, the number of farms with at least 
$1,000,000 in sales grew from 24 percent of the value agricultural 
production in 1982 to 59 percent in 2007. During this period, small 
commercial farms with $10,000 to $250,000 in sales, fell by two- 
thirds. 

Properly determining small farm size standards is particularly 
important for New Yorkers. Most of the farmers in my home state 
of New York occurs on smaller farms, and this discrepancy across 
the various sectors of the agriculture industry limits opportunities. 

The Small Agriculture Producer Size Standards Improvements 
Act introduced by Congressman Best, Chairman Curbelo, and my- 
self, will eliminate the outdated size standard in the year 2000. 
The bill gives the SBA the authority to tailor standards to the wide 
variety of agricultural businesses across our country. What is small 
for a cattleman is not the same for fresh produce producers or 
dairy farmers. Our bill will require SBA to apply their current 
methodology, solicit feedback from industry stakeholders, and im- 
plement specific standards that can be tweaked periodically to re- 
spond to changes in the industry. 

Today, we will examine how the current size standards are im- 
pacting small farms in the real world. We will discuss how H.R. 
3714 will help bring agricultural size standards into the 21st cen- 
tury. It is my hope that H.R. 3714 will give the SBA the tools nec- 
essary to set size standards for those in agricultural production 
that are reflective of their industries while ensuring that adjust- 
ments are done with careful consideration as to the effects on 
smaller farms. 

In advance of the testimony, I want to thank all the witnesses 
who traveled here today for both their participation and insights 
into this important topic. Welcome, Congressman Best. 

Thank you, and I yield back, Mr. Chairman. 

Chairman CURBELO. Thank you, Ms. Meng. 

If Committee members have an opening statement prepared, I 
ask that they be submitted for the record. 

I would like to take a moment to explain the timing lights for 
all of you. You will each have 5 minutes to deliver your testimony. 
The light will start out as green. When you have 1 minute remain- 
ing, the light will turn yellow. Finally, at the end of your 5 min- 
utes, it will turn red, and I ask that you try to adhere to that time 
limit. 

Our witness for the first panel is someone we know quite well 
around here, the Honorable Mike Best from Illinois. As a member 
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of both the House Committee on Small Business and the House 
Committee on Agriculture, Mr. Best has worked hard in Congress 
for small and family-owned farms. Last month, Mr. Bost introduced 
H.R. 3714, the Small Agriculture Producer Size Standards Im- 
provements Act of 2015 in an effort to ensure farms have access 
to the small business programs that help many of them blossom. 

Mr. Bost, we look forward to your testimony. You are now recog- 
nized for 5 minutes. 

STATEMENT OF THE HONORABLE MIKE BOST, UNITED STATES 
HOUSE OF REPRESENTATIVES 

Mr. BOST. Thank you. Chairman Curbelo and Ranking Member 
Meng. Thank you for inviting me to testify here today on the Small 
Agriculture Producer Size Standards Improvement Act. My com- 
ments will be brief for the sake of everybody’s time and so that we 
can begin hearing from the panelists that are behind us and that 
are on the next panel. 

President Eisenhower once said, “Farming looks mighty easy 
when the plow is a pencil and you are a thousand miles from a 
corn field.” Unfortunately, the quote is accurate for describing the 
statutory established size standard for agriculture producers. 

Agriculture production is an important contribution to the Amer- 
ican economy. According to the USDA, the total value of farm prod- 
ucts exceeds $390 billion, and the agricultural industry supports 16 
million domestic jobs. Farmers and ranchers provide the food, fiber, 
and fuel that is critical to our daily lives. 

Family-owned farms will account for the majority of farms and 
ranches in the United States. However, the event of new tech- 
nology has greatly increased productivity, leading to a lower price 
for many commodities. This pressure on commodity prices is ex- 
pected to grow as newer technologies are adopted. Farming and 
ranching are a low margin industry. This has led to a consolidation 
of many single-family owned operators and operations into larger, 
multifamily-owned operations, but these operations remain small 
businesses. 

Unfortunately, the current small business size standard for agri- 
culture has been set in statute and is outdated. The standard is too 
low for a vast majority of farms and ranches to participate in po- 
tential government contracting and subcontracting opportunities. 
In addition, the stationary standard has no rational basis. It ap- 
pears that the numbers were just picked out of the air by some pre- 
vious Congress. 

In the 30 years since its enactment, the statutory size standard, 
the Small Business Administration has significantly improved its 
process for determining small business size standards. This should 
address whatever issue previous Congresses had when it estab- 
lished the statutory size standard. 

I believe it is important that Congress and the federal agencies 
promote consistency in policymaking. My legislation will help to en- 
sure that consistency. 

Once again. Chairman Curbelo and Ranking Member Meng, I 
want to thank you for holding today’s hearing and for being origi- 
nal cosponsors of the bill. I also want to thank and welcome your 
questions now, and I will be glad to answer any questions. 
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Chairman CURBELO. Thank you, Representative Bost. I have a 
long list of questions. 

Mr. BOST. Oh, good. I was looking forward to those. 

Chairman CURBELO. But I understand you have another impor- 
tant meeting 

Mr. BOST. I do. 

Chairman CURBELO. — that you have to get to. Is there any- 
thing else that you have for the record? 

Mr. BOST. No. I want to thank you for bringing this up before 
the Subcommittee, and I would encourage everybody for an aye 
vote to try to move it on to the Eull Committee. Thank you. 

Chairman CURBELO. Again, I would like to thank Representa- 
tive Bost for testifying before the Subcommittee this morning, and 
now we will pause for a moment to have the second panel seated. 
Thank you. 

[Recess] 

Chairman CURBELO. Welcome to all of you. Our next witness 
is Dr. Nicholas Paulson, associate professor of Agricultural and 
Consumer Economics, at the University of Illinois at Urbana- 
Champaign. Dr. Paulson’s research interests include agricultural fi- 
nance, farm, and risk management and crop insurance. Dr. 
Paulson received his Ph.D. in Economics from Iowa State Univer- 
sity. 

Our second witness is Mr. Jeff Beasley, co-owner of Beasley and 
Sons Livestock in Creal Springs, Illinois. Mr. Beasley’s business is 
located in Mr. Best’s district. This morning, Mr. Beasley will be 
testifying on behalf of the National Cattlemen’s Beef Association. 

The next witness is Mr. Larry Burgin, owner of Mushkoday 
Earm in Delhi, New York. Mushkoday Earm is a fifth-generation 
family-owned dairy farm. Today, Mr. Burgin will be testifying on 
behalf of the National Council of Earmer Cooperatives. 

And now I yield to our ranking member for the introduction of 
the next witness. 

Ms. MENG. Robert Guenther is a senior vice president of Public 
Policy for United Eresh Produce Association, representing the fresh 
fruit and vegetable industry before Congress, the administration, 
regulatory agencies, and the media. Prior to United Eresh, Robert’s 
political career spanned the halls of Capitol Hill and federal agen- 
cies, working for former Representative Gary Condit and at the En- 
vironmental Protection Agency. Highly regarded for his bipartisan 
approach and strategic advocacy initiatives, Robert has been ap- 
pointed to numerous prestigious positions, including the Board of 
Directors of the North American Dispute Resolution Corporation, 
the Minor Crop Earm Alliance, the USDA Agriculture Policy Advi- 
sory Committee on Trade for Emits and Vegetables, and the Eood 
and Drug Policy Eorum Editorial Advisory Board. Welcome. 

Chairman CURBELO. Thank you all for being here. 

Dr. Paulson, you are recognized for 5 minutes. 
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STATEMENTS OF NICHOLAS D. PAULSON, PH.D., ASSOCIATE 
PROFESSOR, AGRICULTURAL AND CONSUMER ECONOMICS, 
UNIVERSITY OF ILLINOIS AT URBANA-CHAMPAIGN; JEFF 
BEASLEY, CO-OWNER, BEASLEY AND SONS LIVESTOCK; 
LARRY BURGIN, OWNER, MUSHKODAY FARM; ROBERT GUEN- 
THER, SENIOR VICE PRESIDENT, PUBLIC POLICY, UNITED 
FRESH PRODUCE ASSOCIATION 

STATEMENT OF NICHOLAS D. PAULSON 

Mr. PAULSON. Thank you. Good morning, Mr. Chairman, Rank- 
ing Member Meng, Subcommittee members, staff, and observers. I 
would like to thank you for the invitation and opportunity to ad- 
dress the Subcommittee as part of this hearing. My testimony 
today will focus on the Small Business Association’s current size 
standard for agricultural businesses and the appropriateness of ad- 
justing those standards as outlined in H.R. 3714. 

Given my background, I will be addressing this issue from a com- 
modity crop farm perspective and will include some specific exam- 
ples for a corn and soybean farmer. 

I would first like to comment on commodity prices and the cur- 
rent size standard of $750,000 per year. This standard is fixed by 
statute and has not been updated for the past 15 years. Over that 
time period, the average price received by farmers for many major 
commodities has increased dramatically. For example, the national 
average price received for corn from 2010 to 2014 was 149 percent 
higher than the average from 2000 to 2004. Average soybean prices 
have also increased by 123 percent. Average barley, oat, rice, sor- 
ghum, and wheat prices have all also increased by over 100 percent 
over that time period. For the producers of these crops, higher price 
levels have increased sales values even if no real changes have 
been made to the scale of their farm operations. 

Consider a representative corn and soybean farmer in the U.S. 
The current standard would have implied a maximum small farm 
size of nearly 3,000 acres when the standard was initially estab- 
lished. Over the next 5 years, using projected corn and soybean 
prices, the maximum size for a small corn and soybean farmer will 
have fallen to just under 1,450 acres, or roughly half the size of 
what was considered a small farm when the standard was estab- 
lished. 

While this example is specific to a corn and soybean farm, there 
would be a similar impact for producers of all other crops whose 
prices have increased over the past 15 years. 

The increase in sales levels can also be illustrated nationally for 
all farms. The 2012 Census of Agriculture reports that the number 
of farms with at least $500,000 in sales increased by more than 
38,000 operations, and the number of farms with at least 
$1,000,000 in sales increased by more than 24,000 operations since 
2007. 

These figures suggest a significant number of farms have shifted 
beyond the current size standard, losing eligibility status for SBA 
programs with higher price levels and natural responses that these 
farms must be generating more income and have less need for SBA 
programs. However, production expenses have also increased dra- 
matically. According to USDA data, total expenses have increased 
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by 97 percent for all farms and by over 200 percent for grain farms 
in the U.S. since 2000. 

While U.S. farm income has been higher in recent years, current 
baseline projections provide a short-term outlook with price levels 
below what has been experienced recently for most major commod- 
ities. With higher production costs, this implies a return to much 
lower income levels for producers of many of these crops. 

Again, a specific example of a corn and soybean farm may help 
to illustrate crop budget data from my colleagues at the University 
of Illinois shows a significant increase in production costs, and the 
average farmer returns for corn and soybeans were negative in 
2014 and are currently projected to be negative for this year and 
for 2016. As production costs have risen, the working capital and 
credit needs of farmers has also increased. Debt use in terms of 
total dollars has increased significantly over the past 15 years. The 
average current or short-term liability balance per U.S. farm has 
increased more than 90 percent, while noncurrent liabilities have 
increased by 50 percent. The increase in debt use on U.S. grain 
farms is even more pronounced with an increase of over 200 per- 
cent since 2000. This provides yet another reason to carefully con- 
sider the size standard as the current definition can severely limit 
eligibility for SBA programs during a time of critical need for a sig- 
nificant number of farm operations. 

Finally, I would like to make the Committee members aware of 
the precedent for adjustments to sales-based size definitions used 
in agriculture. In 2010, the USDA revised the definitions of their 
size typology categories to reflect the structural changes which had 
occurred over the preceding 15 years. The large family farm thresh- 
old was increased to $1,000,000 per year in sales, shifting more 
than 64,000 operations into the small farm typology category. The 
main justification cited for this revision was a significant increase 
of 41 percent in the producer price index from 1995 to 2010. The 
PPI for farm products has further increased by more than 16 per- 
cent since 2010. 

I hope the points that I have outlined and that are included in 
my written testimony have convinced the Subcommittee members 
that sales-based size standards for agriculture should, at a min- 
imum be periodically considered for adjustment. Higher commodity 
prices have significantly increased sales levels for U.S. farms, and 
production expenses and debt needs have also been on the rise. 
Thus, it is critical to have an appropriate definition in place for 
small agricultural businesses to ensure continued access to and eli- 
gibility for SBA programs. 

I urge the Committee to carefully consider this issue as delibera- 
tions proceed. Thank you again for the invitation to address the 
Committee, and for your time as part of this hearing. 

Chairman CURBELO. Thank you for your testimony. Dr. 
Paulson. 

Now, Mr. Beasley, you are recognized for 5 minutes. 

STATEMENT OF JEFF BEASLEY 

Mr. BEASLEY. Good morning, Mr. Chairman, Ranking Member, 
and members of the Subcommittee. My name is Jeff Beasley from 
Creal Springs, Illinois, and I am the co-owner of Beasley and Sons 
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Livestock. It is my pleasure to be here today on behalf of our fam- 
ily farm and the National Cattlemen’s Beef Association. 

Nearly a century ago, my great grandfather and his siblings pur- 
chased land that remains the core acreage of the Beasley Farm in 
Southern Illinois. The farm was passed down to my grandfather 
and my father, and over 20 years ago, I joined the family farm. 
Raising beef cattle is a way of life that we love, but we must also 
be financially successful to continue our family’s legacy. 

Our farm has grown and expanded significantly over the years. 
De pending on the year and circumstances, we have been caring for 
anywhere between 2,000 to 4,000 head of cattle per year on several 
hundred acres of our own land, in addition to leasing and man- 
aging two other farms. 

The changes to agriculture in my lifetime have been over- 
whelming and hard to fathom to say the least. As any business, I 
must accept the reality that we are in a family business, and to 
sustain the business, we have to earn a profit on what we have in- 
vested. I truly believe that farming and ranching is the quintessen- 
tial “small business,” and we should be recognized as such in re- 
gard to business regulations that can greatly impact us. 

The amount of capital that we are required to manage these days 
is almost mindboggling. Costs of production have soared. It takes 
a good amount of equipment and facilities to manage and care for 
the cattle, and that comes at a hefty price tag. Feed costs, grass 
and crop seedings, fencing, equipment, maintenance and labor costs 
all add up significantly, not to mention the cost of purchasing cat- 
tle. 

While I consider a cattle operation the size and structure of ours 
as a small business, the dollars that we must spend and manage 
far exceed what Congress considers an agricultural small business. 
The current definition is not reflective of today’s agricultural indus- 
try and limits our ability to operate on a level similar to other non- 
agricultural businesses. For us to be able to pass along the family 
farm, we need regulations that are modernized, fair and equitable, 
and that is what I am seeking today. 

The outdated size standards of the Small Business Act clearly do 
not reflect modern agriculture. An average farmer in 1987 would 
have been eligible for a loan through the Small Business Adminis- 
tration by not exceeding the statutory limit of $500,000. However, 
the average farm value in 2012 would vastly exceed the current 
statutory limit of $750,000. The Small Business Administration 
should have the authority to adjust statutory limits on a regular 
basis by using data from the Census of Agriculture, as well as 
other data provided by the U.S. Department of Commerce. 

American agriculture is a prime example of an industry that has 
evolved to meet market demands by embracing technology, making 
necessary investments, overcoming natural disasters, and becoming 
more efficient than previous generations. Most of our international 
competitors also face similar risk but the one advantage American 
agriculture has had over the years has been our access to credit. 
The majority of agricultural financing is conducted through private 
local banks, the Farm Credit System, USDA-backed credit pro- 
grams, and other government loans. Our industry appreciates ac- 
cess to these credit opportunities, but it is important to realize that 
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agriculture has evolved over 30 years into businesses that are more 
diversified in order to face less volatility on the balance sheet. 

Agriculture is a unique industry because we provide a basic ne- 
cessity — food. History is full of stories of nations rising and falling 
by not having access to basic needs. The United States has seen 
its population of farmers fall from 16.5 percent of the total popu- 
lation in 1950, to 1 percent of the population in 2012. At the same 
time, U.S. agriculture production has grown exponentially from 
$109 billion in 1950 to $279 billion in 2012. 

Unlike previous generations who had very little job options other 
than the family farm, today’s agriculture industry primary consists 
of an educated workforce that wants to engage in agriculture. Due 
to the enormous startup and operational costs, it is very difficult 
for new people to enter the agriculture industry. Even though UDA 
has programs to assist young farmers and new farmers, many 
times those loans are not great enough to cover the necessary cost. 
There is no silver bullet that can solve this problem. A common 
sense approach should be applied to small business loans to pro- 
vide the agricultural sector greater access for small business pro- 
grams. 

I appreciate the Subcommittee’s interest and time to have this 
hearing today on how small businesses like our family’s cattle farm 
could accurately be represented within the definitions of the Small 
Business Administration. Enacting the Small Agriculture Producer 
Size and Standards Improvement Act is a step in the right direc- 
tion to recognize small agricultural businesses. 

Thank you for inviting me to be here today, and I look forward 
to your questions later on. 

Chairman CURBELO. Thank you very much, Mr. Beasley. 

Mr. Burgin, you are now recognized for 5 minutes. 

STATEMENT OF LARRY BURGIN 

Mr. BURGIN. Chairman Curbelo, Ranking Member Meng, and 
members of the Subcommittee, my name is Larry Burgin and I am 
honored to be here today. 

Among with my two oldest songs, I milk 150 cows in Delhi, New 
York. We also grow corn for silage, hay, and other crops on our 300 
acres. 

I market my milk through Dairy Earmers of America, a national 
milk marketing cooperative. DEA is a proud member of the Na- 
tional Council of Earmer Cooperatives, who I am representing here 
today. 

Earmer coops handle about 80 percent of the nation’s work pro- 
duction. 

New York is a diverse agricultural state, and is the nation’s third 
largest producer of milk behind California and Wisconsin. New 
York’s dairy industry is also diverse in both farm size and manage- 
ment style. It has approximately 5,600 dairy farms that range from 
10 cows to several thousand cows. 

In the last 5 years. New York’s milk production has increased 
about 10.5 percent compared to 8.8 percent growth nationally. Milk 
cow numbers, however, have declined by approximately 1 percent. 
Since 2008, New York dairy cows have increased their individual 
milk production from under 20,000 to over 22,000 pounds per cow. 
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Producing more milk with less cows is due to better herd manage- 
ment and efficiencies gained through better genetics and feed ra- 
tions. This is a trend we have experienced on our dairy over the 
past several decades, as well as nationally. 

USDA’s average milk production numbers demonstrate the in- 
dustry’s increased efficiency. In 1970, the U.S. dairy herd of 12 mil- 
lion cows was spread across nearly 650,000 dairy farms. That herd 
produced approximately 10,000 pounds of milk per cow per year. In 
2012, 9.2 million cows residing on less than 60,000 dairy farms pro- 
duced more than double that amount. This increase in productivity 
means that farms that were once considered small may be too large 
to qualify for Small Business Administration loan programs. 

The dairy industry and my farm’s success year over year are de- 
pendent upon a number of factors I have outlined in my written 
testimony, but I would like to note that increased production costs 
over the past 20 years have been driven by higher input, labor, and 
land costs. Because of those varied factors, on-farm income varies 
from year to year. In 2009, the dairy industry went through a pe- 
riod of historic low milk prices. Dairy farms struggled and a farm 
my size would have qualified for SBA benefits. Jump to 2014. 
Record-high milk prices would have pushed my farm above the 
SBA threshold. In comparison with farms in New York and other 
parts of the country, my dairy would be considered a smaller oper- 
ation. But the growing efficiency of the dairy herd and volatility of 
milk prices would sometimes skew my farm’s status with the SBA. 

USDA’s average all-milk price for 2009 was $12.81 per 100 
weight. An average producing dairy in New York could have had 
up to 260 cows before it breached the SBA threshold of $750,000. 
In 2014, when the average milk price was almost $24, 140 cows 
with an average production would have likely have been too big. 

Mr. Chairman, in 2009, a Florida dairy farm with about 280 
cows would have been considered small by the SBA, but by 2014, 
that number would have decreased to about 150. Farming can 
change dramatically from year to year and generation to genera- 
tion. Therefore, federal programs meant to support an industry 
need to be revised periodically in order to appropriately reflect 
those changes. 

Through the years, my farm has grown in size. It has grown to 
allow me to spread out expenses and to allow for more family mem- 
ber involvement. It has also helped to ensure my wife and I were 
able to provide for our family, but the growth in size was not di- 
rectly commensurate with the growth in income. Like other busi- 
nesses, input costs always seemed to rise and margins to shrink. 
SBA programs should acknowledge these unique aspects of agri- 
culture in order to be a partner in our success. 

I appreciate the House Small Business Committee taking inter- 
est in this issue. I support the Small Agriculture Producer Size 
Standards Improvements Act of 2015 introduced by Mr. Bost and 
supported by members of this Committee. The dynamics of today’s 
farms and farmers, especially those who farm as their sole source 
of income, have changed dramatically. I believe the SBA size stand- 
ards should reflect those changes. 

Thank you for allowing me to be here today. I would be pleased 
to take any questions. 
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Chairman CURBELO. Mr. Burgin, thank you very much for your 
testimony. 

Votes have been called, but what we are going to do is take Mr. 
Guenther’s testimony. Then, we will recess the Committee and we 
will reconvene it at the conclusion of votes. 

So Mr. Guenther, you are now recognized for 5 minutes. 

STATEMENT OF ROBERT GUENTHER 

Mr. GUENTHER. Thank you. Chairman Curbelo and Ranking 
Member Meng. My name is Robert Guenther. I am the senior vice 
president of Public Policy for United Fresh Produce Association. 

As you know. United Fresh is the national trade association rep- 
resenting the entire distribution chain of fresh fruits and vegeta- 
bles production, including growers, shippers, wholesale distribu- 
tors, processors, and retailers. Since 1904, United Fresh has 
worked with Congress and the administration to help shape legisla- 
tive and regulatory policies, to provide strong business climate for 
our members that encourages growth and development. We thank 
you for the opportunity to address an issue that impacts the ability 
of many of our United Fresh members to utilize key programs de- 
signed to assist small businesses as they seek to develop and diver- 
sify their operations. As you know. United Fresh provided testi- 
mony last year when this Subcommittee looked at the issue of the 
size standards used by the Small Business Administration. We 
would also like to commend Representatives Best and Meng, along 
with Chairman Curbelo, for introducing H.R. 3714, to modernize 
the small business size standards for farmers and ranchers by per- 
mitting SBA to update methodologies in setting size standards. 

For a variety of reasons, such as changes in the economy or fluc- 
tuation in commodity prices, the number of agriculture producer 
operations classified as small businesses has been on a continual 
decline, even though many of these operations made no significant 
changes that would otherwise justify a reclassification. Taking into 
account the current agriculture business models, a standard many 
times higher than the current $750,000 in annual receipts would 
be the norm in today’s agriculture community. More importantly, 
fruit and vegetable producers, like producers of other commodities, 
will tell you that annual gross receipts are not a reliable indicator 
of an operation’s size. Nor is it a good indicator of profitability, in 
light of the cost of inputs and labor, which in fruit and vegetable 
production is significant. 

In addition to being an unrealistic representation of many agri- 
culture operations, the current SBA standards put agriculture 
small business operators at a disadvantage in their ability to avail 
themselves of assistance that they could utilize to grow and adapt 
their operations. The current $750,000 size standard applied to ag- 
riculture operations limits small agriculture producers’ access to 
SBA assistance programs and federal contracting preferences for 
small prime and subcontractors. Key SBA programs that may 
prove useful to produce operations include loans to start, acquire 
or expand a small business or loans that provide long-term, fixed- 
rate financing for assets such as land or buildings, among others. 

As you are aware, in the United Fresh testimony from 2014, we 
suggested that Congress and the administration consider alter- 
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natives that would eliminate the current standard and allow SBA 
to review industries currently considered to be small agriculture 
producers. Following that review, SBA could then propose new size 
standards through the normal regulatory process which would 
allow agriculture operators to comment and provide recommenda- 
tions for a new standard. United Fresh believes that such a pro- 
posal would allow SBA to routinely review and update the stand- 
ard and keep pace with the variations in the agriculture commu- 
nity such as changes in the commodity markets. As a result, the 
correct and appropriate size standard will be in place, better allow- 
ing producers to have access to SBA programs and ensure agri- 
culture producers’ needs are better reflected in a variety of regu- 
latory initiatives. In addition, in 2014, we also suggested, and still 
believe, that it would be very helpful if there was greater harmoni- 
zation of standards used by SBA and the U.S. Department of Agri- 
culture. For example, USDA uses acreage as a determination factor 
of how an operation is categorized. We believe that is a more accu- 
rate indicator of whether a business can be considered small and 
should be incorporated in any determination of what category an 
agriculture operation should be included. 

While we still believe that such an initiative by SBA would bring 
about needed changes to size standards that apply to farmers and 
ranchers, we also believe that H.R. 3714 would also result in a 
much-needed modernization of agriculture size standards that re- 
flect present-day farm operations and the current farm economy, 
and we support its passage. We also estimate that approximately 
10 to 15 percent of our members would have better access to SBA 
programs if this legislation were enacted. 

Again, thank you. Chairman Curbelo, Ranking Member Meng, 
for holding this hearing and for allowing me to share United’s posi- 
tion with you today. We look forward to working with you, and I 
will be happy to take any questions. 

Chairman CURBELO. Thank you very much, Mr. Guenther, for 
your testimony, and all of you for your testimonies and for sharing 
your personal stories. After votes, we will open it up to member 
questions. I assume we will be back sometime around 11:20 per- 
haps. 11:20, 11:30 at the latest, hopefully. 

So with that, we will adjourn, and we will reconvene after votes. 

[Recess] 

Chairman CURBELO. The hearing is called back into order. 
Thank you all for your patience, and I thank my colleagues for 
their cooperation. 

I have a question. Mr. Guenther, in June, the Subcommittee held 
a hearing that focused on current challenges affecting small citrus 
growers, including a bacterial disease called HLB or citrus green- 
ing. The cost of producing an acre of citrus have increased from 
$850 to $2,250 due to the cost of treating trees to fight HLB. It 
seems to me that if size standards were periodically reviewed by 
SBA, they could account for the increased cost of producing crops. 
This is a major concern in my area. Do you agree? 

Mr. GUENTHER. Definitely, Chairman Curbelo. I mean, I think 
this is a huge issue down in Florida, and as you know, and from 
the hearing you did this summer, it is spreading to Texas, Cali- 
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fornia. I mean, this is a widespread issue that is really affecting 
the country’s citrus industry in particular. 

I will give you a personal perspective that I mentioned earlier to 
some folks. My family is a small citrus farm in Florida. I talked 
to my parents just in the last week and my father is kind of, you 
know, he has got greening and he has decided to prohahly try other 
products, like peaches and persimmons because it is just not viable 
right now because of the increased costs in terms of keeping a cit- 
rus operation running. So, I mean, I just had that conversation. 

Chairman CURBELO. And you view this legislation as a poten- 
tial solution for those growers? 

Mr. GUENTHER. Exactly. Exactly. Because it gives them more 
diversity in terms of potential programs. It helps them keep those 
crops viable. 

Chairman CURBELO. Thank you very much. 

I would like to now recognize the ranking member for questions. 

Ms. MENG. Thank you, Mr. Chairman. 

I had a question in general. Well, one of Mr. Guenther and then 
anyone who would like to answer. 

One of the major advantages of having SBA set size standards 
for the agriculture industry is increasing eligibility for the agency’s 
7(a) and 504 loan programs. Is access to capital something small 
produce farms or any farm struggles with? And how can SBA’s pro- 
gram fill the gap in the USDA loan programs? 

Mr. GUENTHER. Very good question. I think where there are 
opportunities that a vast majority of farmers use a lot of the dif- 
ferent programs at USDA. But there are, you know, kind of those 
areas where the Small Business Administration or the Small Busi- 
ness loan and grant programs that they have can also supplant 
kind of infrastructure investments and things like that that poten- 
tially can help them build and increase infrastructure areas that 
potentially USDA cannot apply for. 

So I think, again, to the point we were just talking about this 
legislation, provides, you know, if it was passed and put into law, 
it provides opportunity for a much broader set of agriculture, small 
agriculture producers to benefit from SBA that really cannot right 
now. They are limited in terms because of the size issues related 
to that. 

Ms. MENG. Thanks. Anyone else? 

Mr. BEASLEY. I would address that. In my statement, I men- 
tioned that we have access, all in agriculture, to private local 
banks — Farm Credit, and USDA, for example. However, this would 
give us an alternative, an additional option. One thing that we 
have found — and we deal with local banks, local community 
banks — access to financing is more difficult now than it used to be, 
and that is primarily because of federal regulations on the banking 
industry affecting the smaller banks. So because their hands are, 
I will say “tied” to some extent, and they have trouble dealing with 
the regulations, that is sort of passed on to the farmers like myself, 
and Larry, in having to deal with these banks. So not that we still 
do not have that opportunity, but being able to work with the SBA 
would give us an additional option. And I think could prove to be 
very beneficial. 
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Mr. BURGIN. I would like to comment on that as well. I think 
the SBA would be able to offer producers help in developing busi- 
ness plans and such for expansions or moving into on-farm proc- 
essing or on-farm marketing as well. 

Ms. MENG. The last time SBA was in control of agricultural size 
standards it tried to reduce the definition to just 100,000 in rev- 
enue, which promoted Congress to step in. What is your level of 
confidence that the SBA will do a better job this time around? And 
if you had a wish list, what is your advice to give them to ensure 
that your industries are accurately assessed? 

Mr. BURGIN. I would like to speak to that. I believe that each 
one of the agricultural industries is very unique in its scope and 
size of operations and therefore, the standards should be reviewed 
for each one of those industries to give each producer in each one 
of those industries the access to the SBA funding and counseling 
that is available. 

Mr. BEASLEY. I would agree with the statement. What we see 
is that we just have so many restrictions now. Eor example, let’s 
say that we wanted to diversify our family operation. If we want 
to go through Earm Credit, they are focused on agriculture only. 
But let’s say that my family wanted to take its beef operation and 
expand, maybe do retail, restaurant, grocery, whatever. Through 
Earm Credit, that might not be a possibility. With SBA, we could 
possibly work with them. So that, again, gives us more opportuni- 
ties to diversify and have additional finance. So, again, I just think 
that would be truly a good benefit for us. 

Ms. MENG. Thank you. I yield back. 

Mr. GIBSON. Well, thank you. I will yield myself 5 minutes and 
say that I really appreciate this hearing. Thank you very much for 
the testimony. I think it has been very informative. 

And I want to say to Mr. Burgin, who is a constituent of mine, 
how proud I am of him and also his family. I think farmers rep- 
resent all that is good in our country, and I think you made a very 
compelling case why sticking with $750,000 does not make sense. 
Just because, as you pointed out, just given the business cycle of 
what the 100 weight is going for, you will either be eligible or not 
eligible potentially several times in one year. So that is really not 
the level of certainty that we want to have for our business plans 
going forward. 

My question is, for the record, I would love to hear from Mr. 
Burgin and Mr. Beasley to talk about how you leverage federal pro- 
grams in general because I think this is very important for the 
American people to hear the public-private partnership. I think it 
is very important that an independent nation needs to be able to 
grow and consume ideally locally, but certainly, produce its own 
food. And that is one of the reasons why we work so hard on a farm 
bill which we do in collaboration with small business, but I think 
it will be worthwhile to hear from both of you how you engage fed- 
eral programs to ensure the viability of your programs. 

We will begin with Mr. Burgin, and then Mr. Beasley. 

Mr. BURGIN. Well, our farm accesses federal programs mainly 
through the MPP program at this point. It provides us with an in- 
surance for our business. Over the past several years, we have 
done quite a bit of reinvesting in our business, and investing in 
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new technology, and the MPP program allowed us to have an in- 
surance, so to speak, that if milk prices took a severe downturn, 
or the margin caused by milk prices being reduced, if those mar- 
gins decreased, that we would have enough cash flow in our oper- 
ation to cover our commitments to the financing required for those 
assets. We also do participate in the countercyclical programs 
through USDA as well for the row crop portion of our operation as 
well. 

Mr. BEASLEY. We, likewise, utilize a lot of USDA services. Pri- 
marily, we have worked with ESA, Earm Service Agency. They 
helped administer the drought — the Disaster Assistance Program. 
Probably more so, we work with NRCS, National Resource Con- 
servation Service. They have been valuable because one thing that 
is important to farmers and ranchers is to conserving the soil, the 
land. That is what we make our living off of. We certainly do not 
want to abuse it and there are some good tools working within RCS 
to help us make it more sustainable. So I think it is great that we 
have those options and there are some good programs. I guess 
while I have the opportunity, I will say there is a bit of a downside 
and sometimes working through the federal agency there are a lot 
of hoops to jump through. Time is not always of the essence seem- 
ing with them, whereas it may be of the essence with the farmer 
to try to get something accomplished. So make it more user friend- 
ly, for lack of a better term, I think would be helpful to farmers 
like ourselves. But certainly, they play a role in helping our oper- 
ations. NRCS has been out at my farm several times this year as 
we are implementing some conservation practices that are vital to 
the long-term future of our farm. So I think that is very important. 

Mr. GIBSON. I appreciate the testimony of both you gentlemen, 
indeed. It echoes or mirrors some of the things I hear when I am 
out there all the time, mentioning on conservation, how important 
these programs are. They are incentivizing to make these practices 
that are good for our business plans and also good for the earth. 
And I think it also showcases farmers who are premier conserva- 
tionists, and I think that helps us when we get into conversations 
about, as you indicated or alluded anyway, Mr. Beasley, sometimes 
when government may be very aggressive or looking to move down 
an angle, say with like Waters of the U.S. And when I engage on 
your behalf, I say, “Look, no one is a stronger conservationist than 
farmers because they know that if they ruin their land, they basi- 
cally ruin their business plan. So thank you for making that testi- 
mony for the record. 

And Dr. Paulson, can you give me an example of some factors 
present today that were not present 15 years ago when these 
standards were set in stone that have significantly impacted prices 
and how these changes have affected financial reporting for small 
farms? 

Mr. PAULSON. So I would say maybe the biggest factor from the 
price perspective is just the amount of volatility that exists in the 
market, and this is kind of echoing some of the statements that 
were made and some of the other panelists’ responses. I covered 
how price levels have increased for many major commodities, but 
it is really the level at which we can see those prices vary. And 
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your comment about how dairies may move in and out of the stand- 
ard within a year, that is very true for crop producers as well. 

Some of the market factors that I think have been big for crop 
production would be some areas of additional demand that have 
been created, both on the export side and for some alternative do- 
mestic uses for crops, and that has created higher competition for 
land across all commodities and just increase that volatility factor 
in addition to moving market prices up. 

Mr. GIBSON. Well, I thank you. And before we close, what I 
would like to do is give each of you an opportunity to have a mo- 
ment for the record. I mean, we have already got good records of 
what you have said so far, but this is going to be shared far and 
wide, not only within the Committee and the professional staff, but 
it is available then for colleagues as we move bills towards the 
floor. 

So really, I want to start with Mr. Guenther, and just allow you 
to make any closing remarks that can be germane to this bill or 
anything else you think you would want to share to members of 
Congress. 

Mr. GUENTHER. I usually have a lot to share with members of 
Congress. I do want to thank the Committee for allowing us to tes- 
tify, allowing to hear from producers across the country, different 
parts of agriculture to, you know, this issue is very important to 
a lot of producers and a lot of people within the agriculture commu- 
nity. You know, trying to make sure good, common sense legisla- 
tion is passed that helps our federal regulatory agencies really ad- 
dress key issues that are important to us. So, again, we want to 
thank you for the opportunity to do this as always and we think 
this bill is extremely important to move forward through the House 
and hopefully through the Senate to be implemented in near fu- 
ture. 

Mr. GIBSON. Thanks, Mr. Guenther. 

Mr. Burgin? 

Mr. BURGIN. I would echo what Mr. Guenther has said in terms 
of the importance of this SBA legislation. I think from the perspec- 
tive of our farm, the thing that is most concerning to us right now 
is the Waters of the U.S. that the ERA is imposing upon us, and 
quite frankly, I do not know about Mr. Beasley, but on our farm, 
that scares us half to death because of what it could do to our oper- 
ation. 

I would like to thank this Committee for allowing me the oppor- 
tunity to testify here today as well. Thank you. 

Mr. GIBSON. Thanks, Mr. Burgin. 

Mr. Beasley? 

Mr. BEASLEY. I will agree with him on the WOTUS comment. 
I think this legislation that Mr. Bost has put forward is very im- 
portant. 

If you were to come to our farm, you would see that it is a small 
business. It is myself, my father. We have two full-time employees, 
one part-time employee. But we are, as I mentioned in the state- 
ment, the quintessential small business by all means. The $750,000 
threshold, however, is way below the level of business that we do. 
So this has definitely got to be addressed. I think it has got to be 
raised significantly because to think that I would not fall under the 
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category of a small farmer I think is ridiculous. So that definitely 
needs to be given consideration, raised substantially, and to make 
farmers like Mr. Bergen and myself eligible for SBA consideration. 

So I want to thank you all for hearing our testimony. It has been 
an honor to be here today, and I appreciate your time and consider- 
ation. 

Mr. GIBSON. Thank you. And well said. 

Dr. Paulson? 

Mr. PAULSON. So again, I will maybe try to give a crop pro- 
ducer’s perspective on this. In addition to working with crop pro- 
ducers in Illinois and throughout the Midwest, I also grew up on 
a corn and soybean farm. And as I was preparing some of the num- 
bers in my testimony, I found it kind of coincidental how well my 
family farm kind of fit into that acreage example that I showed 
where in 2000, my father would have been considered a small 
farm. His farm has not changed, but because of what we have seen 
with commodity prices, he would no longer be considered a small 
farm by the definition under statute. So I would just like to reit- 
erate some of the point that have already been made, but just the 
fact that we have had increasing prices but on also the expense 
side, the need, the sheer volume that farmers need in terms of 
working capital, farmers are literally working with twice as many 
dollars, and in the short-term it looks like we are back to very low 
margins. So just the need for access to credit is very critical. So I 
think it is a very important time to reconsider this definition and 
set it at an appropriate level. 

Thank you. 

Mr. GIBSON. Thank you. Doc. Before we close, does the ranking 
member have any final comments? 

Ms. MENG. No. I just want to thank all of you for being here, 
and obviously, to Congressman Best and Chairman Curbelo for 
pushing this and supporting this important piece of legislation. As 
a New York City member, I obviously do not have farms in my dis- 
trict, but as a New Yorker, and as a mom of two children, I thank 
you for your work. 

Mr. GIBSON. Well, that is awesome. And we appreciate that 
very much that we show a united front on all of this. 

I want to thank all the witnesses for taking time away from their 
businesses to participate in today’s hearing. It was, indeed, very in- 
formative. I am proud to be a cosponsor as well, and I know the 
chairman and the ranking member will be recommending to Chair- 
man Chabot that the Committee on Small Business markup H.R. 
3714 as soon as possible. 

And I ask unanimous consent that members have 5 legislative 
days to submit statements and supporting materials for the record. 

Without objection, so ordered. 

And I would also like to wish all the panelists here a very Happy 
Thanksgiving. We certainly are very thankful for you. And with 
that, this hearing is adjourned. 

[Whereupon, at 12:04 p.m., the Subcommittee hearing was ad- 
journed.] 
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The advent of mw technologies has greatly increased productivity, which in Rim has led to 
iower relative prices for many commodities. As data enabled planting and other innovative 
productivity-enhancing technologies, such as data-enahled precision planting, become more wideh 
adopted, the already tihn margins most agriculture producers receive for their output is expected to 
increase. 

In order to remain viable in this new erivirorinient, most famis and ranches need to achieve 
aicaier economies of scale or earn income off the farm to survive. According to the Ihiitect States 
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Department of Agriculture, most farms do not earn enough income to survive as stand-alone 
operations. 

As a result, many farmers and ranchere are required to work off the farm to make ends meet. 
Even then, many of these operations could easily surpass the current income-based size standard of 
$750,000. 

Similarly, low relative commodity prices, thin margins and increased costs for land and 
other inputs has resulted in the consolidation of many individual family-owned operations into 
larger, single family-owned business units. However, these operations very much remain small 
businesses. 

Unfortunately, the current small business size standard for agriculture has been set in statute 
and does not account for these factors. Agriculture producers and policymakers need consistency in 
order to achieve their objectives. The statutory size standard for agriculture producers does not help 
us achieve those objectives. 

In the 30 years since enactment of the statutory size standard, the Small Business 
Administration has significantly improved its methodology for detennining small business size 
standards. I believe this methodology should be given a chance to determine an appropriate size 
standard for agriculture producers. 

Also, the establishment of small business size standards constitutes agency rulemaking. 

This will allow small business agriculture producers the opportunity to share their thoughts and 
concerns regarding the proposed size standards as they are developed. 

The recent enactment of legislation I sponsored with Representative Gerald Connolly, the 
Stronger Voices for Small Businesses Act will further empower small businesses. If the agency 
finalizes a size standard opposed by agriculture producers, then these businesses will now be able to 
appeal directly to the SBA’s Office of Hearings and Appeals. 

In closing, ongoing changes in agriculture markets are creating new challenges and 
opportunities for small business agriculture producers. As food processors and manufacturers adapt 
to these changes in both consumer tastes and government policies, we should ensure that small 
business farms and ranches have tlie ability to compete and participate on a prime contracting or 
subcontracting basis. 

An appropriate size standard for agriculture producers will help create new opportunities for 
small agriculture producers and help ensure government agencies are meeting Congressionally- 
established .small business contracting goals. I thank the Committee for holding today’s hearing and 
welcome your questions. 
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Improving Size Standards for Small Farmers and Ranchers 

Committee on Small Business Subcommittee on Agriculture, Energy and Trade 
November 19''', 2015 

Written Testimony by: 

Nicholas D. Paulson, PhD 

Associate Professor, Agricultural and Consumer Economics 
University of Illinois at Urbana-Champaign 

Greetings Mr, Chairman, subcommittee members, staff, and observers. My name is Nick 
Paulson and I am an associate professor in the Department of Agricultural and Consumer 
Economics at the University of Illinois at Urbana-Champaign. My research and outreach 
programs are focused on agricultural finance and risk management, and my teaching 
responsibilities include courses in small business and agricultural finance. 

I’d like to thank the Chairman for the invitation and opportunity to address the subcommittee as 
part of this hearing. My testimony today will focus on the Small Business Association’s current 
use of a sales-based size standard for agriculture which is fixed by statute, and the implications 
and appropriateness of making adjustments to that standard as outlined in H.R. 3714. Given my 
background, I will be addressing this issue from a commodity crop farm perspective, including 
providing some specific examples for a com and soybean farm. While the past 8 years have 
been a period of high commodity prices and excellent returns for most crop farms, the short- to 
mid-term outlook is for a return to lower prices and returns. Therefore, the small business 
definition, and the eligibility for SBA programs that it determines, will be a critical issue for 
America’s crop producers in the coming years. 


Commodity Price Impacts on Size 

The SBA currently defines most small agricultural businesses to be those with average annual 
sales receipts less than $750,000 per year. This sales level is fixed by statute, and has not been 
updated for the past 15 years. While fixed sales-based definitions may appropriately represent a 
measure of size in other industries, agriculture, particularly for commodity producers, is quite 
different. 

The average price received by farmers for many major commodities has increased dramatically 
over the past 15 years. For example, the national average price received for com from 2010 to 
2014 was $5.29 per bushel, up 149% from the average price of $2.12 from 2000 to 2004. 

Average soybean prices have increased 1 23% over the same time period. Average barley, oat, 
rice, sorghum, and wheat prices have all increased by more than 100%; average cotton prices 
have increased by 68%; average peanut prices have increased by 22%. For the producers of 
these crops, these changes in average price levels would significantly increase revenues even if 
no real changes were made to the scale of their operation. This issue is further exacerbated by the 
productivity increases experienced in expected crop yields for many commodities. 
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Figure 1 . Changes in National Marketing Year Average Prices for Selected Commodities 
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Figure 2. National Marketing Year Average Price of Com, 2000 to 2019P 
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Figure 3. National Marketing Year Average Price of Soybeans, 2000 to 2019P 


As an illustration, consider the specific example of a com and soybean farmer with average 
productivity who receives average prices. The $750,000 size standard would have implied a 
maximum small farm size of nearly 3,000 acres from 2000 to 2004. The maximum small farm 
size would have declined to just over 1 ,700 acres from 2005 to 2009. With even higher price 
levels from 2010 to 2014, the maximum small farm size over this time period would have been 
just over 1,100 acres. Looking ahead over the next 5 years and using the Congressional Budget 
Office’s (CBO) baseline prices, the average maximum size for a com and soybean farmer would 
be just under 1,450 acres to be eligible for SBA programs, or roughly half the maximum size to 
be considered a small farm under the current standard when it was established 1 5 years ago. 

While the acreage sizes in this example are specific to a com and soybean farm, the key point is 
that the implied maximum farm size to be defined as a small business is now much smaller than 
when the small business size standard was established. This reduction in maximum size would 
also impact producers of all other crops whose prices have increased since the size standards 
were established 1 5 years ago. 
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Table 1. Current Size Standard’s Maximum Small Farm Size in Acres Over Time 



Average 

Com 

Price 

($/bu) 

Average 
Com Yield 
(bu/acre) 

Average 
Soybean 
Price ($/bu) 

Average 

Soybean 

Yield 

(bu/acre) 

Average 

Revenue 

($/acre) 

; vSmalTftariji: - 

>v;:S:ize;(acres)' ' ; 

2000 to 2004 

$2.12 

141.4 

$5.5! 

38.4 

$255.54 

2,935 

2005 to 2009 

$3.37 

153.1 

$8.35 

42.3 

$434.46 

:f7li726 

2010 to 2014 

$5.29 

150,3 

$12.26 

43.4 

$663.64 


2015 to 2019 

$3.80 

165,6 

$9.02 

45.1 

$518.18 

1,447 


Note: Historical national average yields and prices come from USDA NASS. Average revenue is based on a 50% 
com, 50% soybean rotation. 2015 to 2019 prices come from the March 2015 CBO Baseline. 2015 to 2019 national 
average yields are based on simple trendline regressions of USDA NASS yield data from 1972 to 2014. 


The increase in gross sales levels can also be illustrated at the national level for all farm 
operations. The 2012 Census of Agriculture reports that the number of farms with at least 
$500,000 in sales increased by more than 38,000 operations compared with the 2007 Census, 

The number of farms with at least S 1 ,000,000 in sales increased by more than 24,000 operations. 
These figures suggest a significant number of farms have shifted beyond the current size 
standard, losing eligibility status for SBA programs. 

Beyond the number of farms potentially impacted by the current small business definition is the 
issue of the contribution of these farms to the total value of agricultural production. Farms 
operating at least 500 acres accounted for more than 76% of the total value of agricultural 
production in 2012, while farms operating at least 1,000 acres accounted for over 55% of the 
total value of agricultural production (Kuethe, 2014). Thus, the farms most likely to be impacted 
by potential changes to the small business size standard account for the majority of the value 
produced in US agriculture. 


Rising Production Expenses 

With higher price levels, and the resulting shift of US farm operations out of the small business 
category, a natural response is that these farms must be generating more income and have less 
need for SBA programs. However, production expenses have also increased dramatically over 
the past 15 years. 
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Percentage Change m Gross Income and E^)ense Levels 
US Fanns and US Gram Farms, 2000 to 2013 



According to USDA data, total expenses have increased by 97% for all farms, and by 208% for 
grain farms in the US since 2000. Variable expenses, which include production inputs, have 
increased at a faster rate - 106% for all farms and 234% for grain farms - while fixed expenses, 
which include those related to land, have increased at a slightly slower rate - 68% for all farms 
and 147% for grain farms. 

The rate of increase in expense levels is smaller than what has been experienced for gross 
income, implying increased incomes for farm operations. However, in looking at the recent 
baseline projections from the USDA and CBO, the short term outlook suggests price levels at 
below what has been experienced over the past 5 years for most major commodities. 

Historically, agricultural production costs are “stickier” than prices, meaning that they adjust 
more slowly. This implies the potential for a remm to lower income levels for producers over 
the next 5 years. 

Again, a specific example of a com and soybean farm may help to illustrate. Crop budget data 
from the University of Illinois shows a significant increase in production costs since 2009. In 
central Illinois, the per acre costs associated with com production have increased by more than 
18%, with negative average farmer returns in 2014 and projected for 2015 and 2016. Soybean 
production costs per acre have increased by more than 30% since 2009, also resulting in negative 
average farmer returns in 2014 and projected for 2015 and 2016. 
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Farm Balance Sheet and Credit Needs 

As production costs have risen, the working capital and credit needs of farmers has also 
increased. While US farms continue to have low levels of relative debt, as measured by the debt- 
to-asset ratio, the amount of debt used by US farms in terms of total dollars has increased 
significantly over the past 15 years. The average current or short-term liability balance per US 
farm has increased by more than 90%, while non-current liabilities have increased by 53%. The 
increase in debt use on US grain farms is even more pronounced with an increase of over 200% 
in both current and noncurrent liabilities since 2000. 


These increased debt levels are a direct reflection of the higher production costs currently facing 
America’s farmers, and represent the potential for increased credit needs over the coming years. 
This provides yet another reason to carefully consider the small business size standard for 
agriculture, as the current definition could severely limit eligibility for SBA programs during a 
time of critical need for a significant number of farm operations. 


Percentage Change in Farm Liabilities 
US Fanns and US Grain Farms. 2000 to 2013 




Currem Liabilities NonCurrem Liabilities 

m All Farms ■ Grain Fanns 


Figure 6. Percentage Change in Current and NonCurrent Liabilities per US Farm, 2000 to 2013 


Precedent for Adjustments to Sales-Based Size Standards in Agriculture 

Finally, I’d like to make the committee members aware of the precedent for adjustments to sales- 
based size definitions used in agriculture. The USDA utilizes a typology system which classifies 
farms into small, midsize, and large size categories. Beginning in 1998, these size categories 
were based on gross farm sales with the cutoffbetween small and large family farms set at 
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$250,000 per year. In 2010, the USDA revised the definitions of these categories to reflect the 
structural changes which had occurred in agriculture over the preceding 15 years (Hoppe and 
MacDonald, 2013). 

The revised typology adopted the use of gross cash farm income (GCFI), and significantly 
increased the threshold for large family farms to $1,000,000 per year. The revision also created 
a midsize family farm category for those operations with GCFI between $350,000 and $999,999 
per year. The changes that were made shifted more than 64,000 operations into the small farm 
typology category. The main justification cited for this revision was the significant increase of 
41% in the producer price index (PPI) from 1995 to 2010. The PPI for farm products has further 
increased by more than 16% from 2010 to 2015. 


Summary 

I hope the points outlined in this written testimony have convinced the subcommittee members 
that sales-based size standards for agriculture should, at a minimum, be periodically considered 
for adjustment for structural change. With higher commodity price levels, a significant number 
of crop farms may have shifted out of the small business category, as currently defined by 
statute, with no real change to the scale of their operations. Furthermore, higher prices have led 
to higher production costs and capital needs for America’s farmers. Finally, the farms most 
likely to be impacted by the SBA definition are those which currently contribute the majority of 
the value of production to US agriculture. Thus, it is even more critical to have an appropriate 
definition in place for small agricultural businesses to ensure continued access to and eligibility 
for SBA programs. 

1 urge the committee to carefully consider this issue as deliberations proceed. Thank you again 
for the invitation to address the committee, and for your time as part of this hearing. 
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Mr. Chairman, Ranking Member, and members of the sub- 
committee, my name is Jeff Beasley and I am the co-owner of 
Beasley & Sons Livestock from Creal Springs, Illinois. It is my 
pleasure to testify before your subcommittee to discuss my family’s 
beef cattle operation. Nearly a century ago my great-grandfather, 
along with his four siblings and families came together to purchase 
the land that remains as the core acreage of the Beasley Farm in 
Southern Illinois. Times were really tough then for my family and 
the older children worked for friends and family to earn enough 
money, over time, to fulfill their hope of farming their own land. 
The siblings worked together to grow crops and hay, raising cattle, 
hogs, horses and mules. Over the next several decades, they were 
able to scratch out a living and provide for their families, but had 
achieved what they set out to do, and that was farm the land they 
owned and raise livestock. My grandfather, his brother and cousin 
helped work the farm, and eventually the farm was passed down 
to them. Then my grandfather and father became proprietors of the 
farm together. I remember helping work on the farm as a boy, then 
as a teenager and then as a young man. More than twenty years 
ago I joined my father in working and managing the farm. Our 
dream of raising beef cattle and crops is now a reality; we pursued 
the goal of living the life and work that we loved, yet knowing that 
it was a business that must be financially viable to survive. 

Our farm has grown and expanded significantly over the years. 
Depending on the year and circumstances, we have been caring for 
anywhere between 2,000-4,000 head of cattle per year on several 
hundred acres of our own land in addition to leasing and managing 
two other farms. Because of our love for raising cattle, well over 
ninety percent of our farm income is derived from cattle sales. We 
are focused on growing grass, raising and feeding beef cattle that 
we know consumers around this country and the world need and 
desire as their delicious and healthy source of protein. 

The legacy of the Beasley’s cattle raising continues, but the 
changes to agriculture in my lifetime have been overwhelming and 
hard to fathom to say the least. Living and working on a cattle 
farm is a wonderful way of life, and a great place to raise a family. 
You must have a strong desire, passion and good work ethic to ac- 
cept this challenge of raising livestock. I’ve never had anyone tell 
me they got into agriculture to get rich, but rather because they 
loved doing this work. However, we in agriculture can’t live solely 
on dreams. We must accept the reality that we are in a business, 
and to sustain the business we have to profit on what we have in- 
vested I truly believe that farming and ranching is the quintessen- 
tial “small business”. We should be recognized as such and we need 
to be treated as such, in regard to business regulations that can so 
greatly affect us. 

The amount of capital that we are required to manage these days 
is almost mind boggling. Costs of production have soared. It takes 
a good amount of equipment and facilities to manage and care for 
the cattle, and that comes at a hefty price tag. Feed costs, grass 
and crop seedings, fencing, equipment, maintenance and labor costs 
all add up significantly. This doesn’t even take into account the 
cost of purchasing cattle. 
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So while I consider a cattle operation the size and structure such 
as ours as a small business, the dollars that we must spend and 
manage far exceed what Congress considers an agricultural small 
business. The current definition is restrictive and limits our ability 
to operate on a level that other non-agriculture businesses operate. 
For us to be sustainable, to expand and profit in order to pass 
along the family farm, or for young persons to enter and start their 
own farm or livestock enterprise, we need regulations that are fair 
and equitable, and that is what I am seeking today. 

The Small Business Act of 1953 authorized the Small Business 
Administration to establish the standards for determining the fi- 
nancial eligibility assistance of small businesses. The definition of 
a small business has been somewhat subjective over the years and 
varies by industry. Under the Small Business Act, a small business 
is determined by number of employees, dollar volume of business, 
net worth, net income, a combination thereof, or other factors. The 
definition is meant to be relative to each industry and reflect the 
differing characteristics among industries. 

In effort to keep up with an evolving economy, the Small Busi- 
ness Administration has proposed comprehensive size standards re- 
form on five different occasions — three of which have occurred since 
the last revision to the agriculture standards for SBA loans. In 
1984, the Small Business Administration proposed changing the 
definition of ‘small’ to farms with cash receipts less than $100,000. 
Congress responded in 1985 by removing SBA’s ability to establish 
a small business size standard for agriculture by enacting a statu- 
tory level of $500,000 that was later increased to $750,000 by Con- 
gress in 2000. The authority to update the standards has not been 
transferred back to the Administrator of the Small Business Ad- 
ministration. The Small Agriculture Producer Size and Standards 
Improvement Act is a bill I support to amend the Small Business 
Act and return the authority to the Small Business Administration 
to establish size standards for agriculture based on the same proc- 
ess as other small businesses. 

Agriculture is one of the oldest industries in the world, and many 
of our daily concerns haven’t changed: weather, soil, the health of 
my farm animals, debt, natural disasters, and taxes are still my 
priorities. As a cattle farmer, I adjust to the daily challenges and 
try to be successful given the conditions I face. The cattle operation 
my family owns today looks very different from how it started 
when you consider the market conditions and cost of production 
have changed significantly over time. 

The outdated size standards of the Small Business Act clearly do 
not reflect the needs of modern agriculture. Here are some com- 
parisons from USDA’s 1987 Census of Agriculture and USDA’s 
2012 Census of Agriculture for my state, Illinois (see attachment). 
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1987 2012 


Total Number of Farms 
Average Farm Size 

Farms owned by families 
Farmer as primary ocoupation 
Average Age of Farmer 
Average Vaiue of Farm 

Average Value of Farmland 
Avg. Value of Farm Equipment 
Total Farm Expenses 
Market Value of Products Sold 


88,766 

75,087 

321 acres 

359 acres 

85% 

86% 

64% 

50% 

50.4 years old 

57.8 years old 

$402,970 

$2.26 million 

$1, 262/acre 

$6,305/acre 

$60,935 

$203,192 

$4.56 billion 

$13.46 billion 

$6.37 billion 

$17.19 billion 


You can see that many farm operations, like mine, are still fam- 
ily owned and operated, but the cost of doing business has in- 
creased tremendously; as has the average age of the farmer has 
also increased. By this account, an average farmer in 1987 would 
have been eligible for a loan through the Small Business Adminis- 
tration by not exceeding the statutory limit of $500,000. However, 
an average farm value in 2012 would vastly exceed the statutory 
limit of $750,000 established in 2012. The Small Business Adminis- 
tration should have the authority to adjust statutory limits on a 
regular basis by using data such as the Census of Agriculture that 
is conducted every five years, as well as other data provided by the 
U.S. Department of Commerce. 

Throughout America’s history, our economy has been resilient 
due to our willingness to take risks seeking success when previous 
attempts have failed. In spite of the increasing regulatory and tax 
burdens and the frivolous abuse of the legal system, American con- 
tinues to be a fertile ground for the entrepreneurial spirit and 
multi-generational, family-owned businesses. For many Americans, 
including myself and my family, this is our pursuit of happiness 
and it is the foundation of the American Dream; something that 
each generation has fought to protect. 

American agriculture is a prime example of an industry that has 
evolved to meet market demands by embracing technology, making 
necessary and often times risky investments, overcoming natural 
disasters and becoming more efficient than previous generations. 
Most of our international competitors also face similar risks, but 
the one advantage American agriculture has had over the years 
has been our access to credit. The majority of agricultural financing 
is conducted through private local banks, the Farm Credit System, 
USDA-backed loans and other government loans. Our industry ap- 
preciates access to these credit opportunities, but it is important to 
realize that agriculture in the 21st Century has evolved over 30 
years into businesses that have diversified in order to face less vol- 
atility on the balance sheet. 

Apiculture is a unique industry because we provide a basic ne- 
cessity — food. History is full of stories of nations rising and falling 
by not having access to basic needs. The United States has seen 
its population of farmers fall from 16.5 percent of the total popu- 
lation in 1950, to one percent of the population in 2012. At the 
same time, our production has grown exponentially from $109 bil- 
lion in 1950 to $279 billion in 2012. Imagine that, less than two 
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percent of the U.S. population is engaged in apiculture and yet we 
are able to feed America and many other nations. We provide sta- 
bility that most people take for granted. 

Unlike previous generations who had very little job options other 
than the family farm, today’s agriculture industry primarily con- 
sists of an educated workforce that wants to engap in agriculture. 
Even still, the average age of farmers continues to increase, and we 
face a growing trend of urbanization that continues to draw the 
next generation away from the farm. Due to the enormous startup 
and operational costs it is very difficult for new people to enter the 
agriculture industry. Even though USDA has programs to assist 
young farmers and new farmers, many times those loans are not 
great enough to cover the necessary costs. So how do we feed the 
entrepreneurial spirit of those who want to stay involved or become 
involved in food production? 

There is no silver bullet that can solve this problem alone but 
one thing our industry has learned over the years is when we are 
confronted challenge we can work together to find a reasonable so- 
lution. That same common-sense approach should be applied to 
small business loans to provide the agricultural sector greater ac- 
cess for small business loan programs. Improving the existing tools 
available through the Small Business Administration to modernize 
definition of a small agricultural business. I appreciate the sub- 
committee’s interest and time to have this hearing today on how 
small businesses like our family’s cattle farm could accurately be 
represented within the definitions of the Small Business Adminis- 
tration. Enacting the Small Agriculture Producer Size and Stand- 
ards Improvement Act is a step in the right direction to recognize 
small agricultural businesses. Thank you for inviting me to be here 
today. 
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Chairman Curbelo, Ranking Member Meng and Members of the subcommittee, my name is 
Larry Burgin and 1 am honored to be here today talking about this important issue. 

Along with my two oldest sons, 1 milk 150 cows in Delhi, New York. We also grow com for 
silage, oats, hay and other crops on our 300 acres. We are proud to call this land, which has been 
in my family since 1908, home. 1 joined my father as a partner on the dairy operation in 1980, 
but have been involved in the operation since I was a child. 

I market my milk through Dairy Farmers of America, a national milk marketing cooperative. 
DFA is a proud member of the National Council of Farmer Cooperatives, who I am representing 
here today. 

The National Council of Farmer Cooperatives has been the voice of America’s farmer 
cooperatives since 1 929. The majority of America’s 2 million farmers and ranchers belong to 
one or more of the 2,500 local and regional cooperatives across the country. Farmer cooperatives 
handle, process and market almost every type of agricultural commodity; famish farm supplies; 
and provide credit and related financial services, including export financing. Within the dairy 
sector, farmer cooperatives handle about 80 percent of the Nation’s milk production. Earnings 
from these activities are returned to their farmer members on a patronage basis, helping improve 
their income from the marketplace. Farmer cooperatives also provide over 250,000 jobs, with a 
total payroll in excess of $8 billion, and contribute significantly to the economic well-being of 
rural America. 

New York is a proud and diverse agricultural state, producing an assortment of fruits and 
vegetables as well as maple symp and milk and other dairy products. New York is the nation’s 
third largest producer of milk, behind California and Wisconsin and the sector is diverse in both 
dairy farm size and management style. According to Cornell University, New York has 
approximately 5,600 dairy farms ranging from 10 cow Amish-run dairies to several thousand 
cows on multi-generational onerations. 
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In the last five years alone, New York’s milk production has increased by 10.5 percent, 
compared to 8.8 percent growth nationwide. Milk cow numbers, however, have declined by 
approximately 1 percent. Since 2008, New York dairy cows have increased their individual milk 
production from 19,859 to 22,330 pounds per year. Producing more milk from the same number, 
or even fewer cows, is due to better herd management and efficiencies gained through better 
genetics and scientific feed rations. It is a trend we have experienced on our dairy over the past 
several decades. 


New York Milk Production and Number of Cows 
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This trend also can be seen at a national level. The U.S. Department of Agriculture’s (USDA) 
average milk production numbers demonstrate the efficiency gained in the industry in recent 
years. In 1970, the U.S. milk herd of 12 million cows was spread out across 648,000 dairy 
farms. That herd produced approximately 9,751 pounds of milk per cow per year or 1,083 
gallons per cow per year. In 2012, the nation’s 9.2 million cows reside on less than 60,000 dairy 
farms but produced approximately 2 1 ,500 pounds per year or 2,3 88 gallons per cow per year. 
Like the farmers who manage them, dairy cows have become more efficient - producing more 
milk with less. This increase in productivity means that farms that were once considered small, 
without substantive changes to the operation, and because of efficiencies, may now be too large 
to qualify for Small Business Administration (SBA) programs. 
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Annual Numbers of U.S. Dairy Farms vs. Milk 


90.000 

80.000 

70.000 

60.000 
150,000 
* 40,000 

30.000 

20.000 
10,000 

0 


Production 



o 

tH 

fN 



in 



00 

0^ 

o 

rH 

IM 

m 


o 

o 

o 

o 

o 

o 

o 

o 

o 

o 



fH 

tH 

T-l 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 



fM 


pvj 

PsI 

PsI 

p^ 

P4 

PJ 

P^J 

Pvl 

p^ 

IN 



250000 

200000 

150000 

100000 

50000 

0 


C 

0 

3 

? 

a. 

1 


The dairy industry is very volatile and ray farm’s success year over year is dependent on a 
number of factors such as herd health, milk production, the price and availability of feed, the cost 
and availability of labor, fuel costs, global dairy markets, regulatory requirements and many 
other issues, We have seen increased production costs over the past 20 years driven by higher 
input, labor and land costs. 

Because of these varied factors, on-farm receipts vary from year to year on an individual's farm. 
In 2009 and part of 2010, the dairy industry went through a period of historic low milk prices 
and record high input co.sts. Dairy farms struggled and a farm my size would have qualified for 
SBA benefits. Jump to 2014, record high milk prices, good weather and moderate teed costs 
would likely push my farm above the SBA's program threshold. In both examples and in 
comparison with farms in New York and other parts of the country, my dairy would be 
considered a smaller operation. But the growing efficiency of the dairy herd and volatility of 
milk prices would sometimes skew my farm’s status with the SBA. USDA's average all milk 
price for 2009 was $ 1 2.8 1 per hundredweight. An average producing dairy in New' York could 
have up to 260 cows before it breached the SBA threshold of $750,000. In 2014, when the 
average milk price was $23.97, 140 cows with average production would likely be "too big." Mr. 
Chairman, in your home state of Florida, the numbers are similar. The average Florida dairy 
cow produces 20,382 pounds of milk per year, versus the 22,330 produced by New' York cows 
living in a cooler climate. In 2009, a dairy farm with about 280 cows would be considered small 
at the SBA, but in 2014, that number would decrease to about 150. Each milk producing state 
has a similar situation to share. 
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Fanning is volatile and can change dramatically from year to year and generation to generation. 
Federal programs meant to support an impacted industry need to be revised periodically in order 
to appropriately reflect changes in that industry. 

A farm’s receipts are not necessarily indicative of their relative success, status or size. Through 
the years, my farm has grown in size. It has grown to allow me to spread out expenses, to allow 
for more family member involvement, and to ensure my wife and I were able to provide for our 
family responsibly. But the growth in size was not directly commensurate with growth in 
income. Like in other businesses, input costs are volatile and seemingly always on the rise and 
margins are always shrinking. SB A programs should acknowledge these unique aspects of 
agriculture in order to be a partner in our success. 

I appreciate the House Small Business Committee taking interest in this issue, and support the 
Small Agriculture Producers Size Standards Improvements Act of 2015, introduced by 
Representative Bost and cosponsored by a number of members of this committee. I believe 
raising the seemingly arbitrary $750,000 of receipts threshold that currently exists for 
agricultural producers should be reconsidered. The dynamics of today’s farms and farmers, 
especially those who farm as their sole source of income, have changed dramatically and I 
believe the SBA size standard should reflect those changes. 
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Thank you Chairman Curbelo and Ranking Member Meng, I am 
Robert Guenther, Senior Vice President of Public Policy for the 
United Fresh Produce Association. As you know, United Fresh is 
the national trade association representing the entire distribution 
chain of the fresh fruit and vegetable production including, grow- 
ers, shippers, wholesaler-distributors, processors and retailers. 
Fruit and vegetable farms account for nearly 10 million acres of 
production with a $57 billion market value and nearly 80 percent 
of fruit and vegetable farms are family owned. Since 1904, United 
Fresh has worked with Congress and the Administration to help 
shape legislative and regulatory policies to provide a strong busi- 
ness climate for our members that encourages growth and develop- 
ment. We thank you for the opportunity to address an issue that 
impacts the ability of many of our United Fresh members to utilize 
key programs designed to assist small businesses as they seek to 
develop and diversify their operations. As you know. United Fresh 
provided testimony last year when this subcommittee looked at the 
issue of the size standards used by the Small Business Administra- 
tion (SBA). We would also like to commend Representatives Best 
and Meng for introducing H.R. 3714, to modernize small business 
size standards for farmers and ranchers by permitting SBA to up- 
dated methodologies in setting size standards. And on a personal 
note, I grew up on a small family farm which is located in North 
Central Florida and has focused on citrus and nursery production 
for over 100 years. So this issue does take on a personal appeal for 
me. 

For a variety of reasons such as changes in the economy or fluc- 
tuations in commodity prices, the numter of agriculture producer 
operations classified as small businesses has been on a continual 
decline, even though many of these operations made no significant 
changes that would otherwise justify a reclassification. Taking into 
account current agriculture business models, a standard many 
times higher than the current $750,000 in annual receipts would 
be the norm in today’s agriculture community. More importantly, 
fruit and vegetable producers, like producers of other commodities, 
will tell you that annual gross receipts are not a reliable indicator 
of an operation’s size. Nor is it a good indicator of profitability — 
in light of the cost of inputs and labor, which in fruit and vegetable 
production, is particularly significant. 

In addition to being an unrealistic representation of many agri- 
culture operations, the current SBA standard puts agriculture 
small business operators at a disadvantage in their ability to avail 
themselves of assistance they could utilize to grow and adapt their 
operations. The current $750,000 size standard applied to agri- 
culture operations limits small agriculture producer’s access to 
SBA’s assistance programs and federal contracting preferences for 
small prime and subcontractors. Key SBA programs that may 
prove useful to produce operations include loans to start, acquire 
or expand a small business or loans that provide long-term, fixed- 
rate financing for assets such as land or buildings, among others. 

More importantly when you look at the wide variety of programs 
available at the U.S. Department of Agriculture to help fresh 
produce operations including farm loan programs, market pro- 
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motion and export assistance, technical assistance for conservation 
compliance, nutrition programs, rural and infrastructure develop- 
ment, new and beginning farmers, or organic programs, we believe 
it is important to ensure that there is a level of consistency be- 
tween USDA and other federal agencies when it comes to a small 
business definitions. 

Finally, among the most significant challenges that agriculture 
operations face, like any business, is compliance with government 
regulations. Some agencies use SBA size standards to assess the 
impact of their proposed regulations in accordance with the Regu- 
latory Flexibility Act. However, the current standard for agri- 
culture operations to qualify as a small business of annual receipts 
of no more than $750,000 was set by Congress in 2000. As dis- 
cussed earlier, given the enormous changes in agriculture since 
that time, a review of the small business standard, which would 
provide agriculture producers with justifiable regulatory relief, is 
long overdue. 

As you may be aware, in United Fresh’s testimony from 2014, we 
suggested that Congress and the Administration consider alter- 
natives that would eliminate the current standard and allow SBA 
to review industries currently considered to be small agriculture 
producers. Following that review, SBA could then propose new size 
standards through the normal regulatory process, which would 
allow agriculture operators to comment and provide recommenda- 
tions for a new standard. United Fresh believes that such a pro- 
posal would allow SBA to routinely review and update the stand- 
ard and keep pace with variations in the agriculture community 
such as changes in the commodities markets. As a result, the cor- 
rect and appropriate size standard will be in place, better allowing 
producers to have access to SBA programs and ensure that agri- 
culture producers’ needs are better reflected in a variety of regu- 
latory initiatives. In addition, in 2014 we suggested and still be- 
lieve that it would be very helpful if there was greater harmoni- 
zation of the standards used by SBA and the Department of Agri- 
culture (USDA). For example, USDA uses acreage as a determining 
factor in how an operation is categorized. We believe that is a more 
accurate indicator of whether a business can be considered small 
and should be incorporated in any determination of what category 
an agriculture operation should be included. 

While we still believe that such an initiative by SBA would bring 
about needed changes to size standards that apply to farmers and 
ranchers, we also believe that Reps Best’s and Meng’s legislation 
would also result in a much-needed modernizing of agriculture size 
standards that reflect present-day farm operations and the current 
farm economy and we support its passage. We also estimate that 
approximately 10 percent of our members would have better access 
to SBA programs if the Bost-Meng legislation were enacted. As has 
been noted, the standard for agriculture producers has been up- 
dated only once, in the year 2000; a review is long overdue. We 
agree with the statement made by the National Council of Farmer 
Cooperatives that Representative Best and Meng’s legislation 
means that “...farmers, ranchers and growers have greater access 
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to the SBA’s programs and expertise and it will help promote eco- 
nomic activity and joh growth across rural America.” 

Again, thank you Chairman Curhelo and Ranking Member Meng 
for holding this hearing for allowing me to share United’s position 
with you. We look forward to working with you and I will be happy 
to take questions. 
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